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Another Economic Miracle? 
The German Labor Market and the Great Recession
* 
 
The mild response of the German labor market to the worst global recession in post-war 
history appears as an economic miracle. In response to the crisis, Germany has shown to be 
a strong case of internal flexibility. We argue that important factors that have contributed to 
this development include the strong position of the German economy due to recent labor 
market reforms, the nature of the crisis affecting mainly export-oriented companies in 
Germany, the extension of short-time work, the behavior of social partners, and automatic 
stabilizers. Among these factors, we emphasize the key role of the interaction between short-
time work and long-term shortages of skilled workers in sectors and regions that were 
particularly affected by the crisis. Although the German experience is in stark contrast to that 
in the United States, we identify and discuss three challenges that will be at the center of 
debate on both sides of the Atlantic in the future. 
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States,  which  now  has  to  worry  about  persistent  long‐term  unemployment. 
More than 20 years ago the phenomenon of successive, recession‐related waves 
of unemployment that ended up being additive was considered to be entirely a 














































Germany  are  very  similar  in  the  fact  that  both  are  strongly  export‐oriented 






















































































































beginning  of  2009,  but  already  in  the  course  of  2009  the  German  economy 
started recovering – at least in some sectors. Nonetheless, GDP dropped by 4.7 
percent in 2009 compared to 2008. This output decline was particularly strong in 


























German  labor  market.  For  instance,  employment  continued  to  increase 
throughout 2011 and peaked at 41.2 million in August 2011, which is currently  
the latest available figure from the Federal Statistical Office. There are further‐
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